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EIGHTY-FIVE per cent of the 40 billion 
dollars worth of merchandise that 
over the counters in the shops on 
Street is bought by housewives. They 
the ads and go to market with definite no- 
tions as to what the best brands are. But 


between the moment of a: yin wos 
decision to buy is the a ai f uncertainty. 
Perhaps your competitor’s alt « are bet- 
ter? Upon whom, then, rests the great 


decision to buy is a gulf of uncertainty. 
That great economic royalist—the sales 
clerk. If you are interested in this 
arbi: individual see page 65 
Sales Clerk Sell Your Goods) 
matter sing, sing against 
that slip between the purse and the groceries 
at the point of sale. 


WE. took a sampling of representative 
editorial opinion to see what we could 
see about the strike in Detroit. The New 
York Times was haughty with Mr. Lewis 
—‘he sets himself above the law.” The 
Iron Age was dour (there is the matter of 
table manners to be considered); while 
The New Republic talked about corpora- 
tions who set themselves above the law. 


MANY offices made their depression sav- 

ings through indiscriminate dismissal 
of personnel and horizontal salary cuts, in- 
stead of patiently working ome J eir prob- 


lems of selection and training of personnel, 
organization and control of office functions. 


Economic Destiny on Main Street 


suggest that you — 
(Preparing the Office 
page 50 by Harold C. Pennicke. 


ON the average, we are told by 

Bradstreets in their newly- 
lication, Dun’s Review, 
commer: 


8 


leaves with gain of concerns 
a day (page 55). 


we looked for an article that 


DESPITE the fact that there is obviously 
much in favor of incentive plans, some 


systems close scruti 
understand, long establish 
are 

‘oads” 
of the system on ten counts. 
The author considers the validity of each 


Ameciation to: to before the 
but the 


pub- 
and 
rs in 

e United States, every day, and at 
| to customers. We found one in American Koes 
what we had in mind. 
Essence of the problem is to be frank— ae 
don’t you're entitled to a profit 
(page 62). oe 
count. 
The ob; of the publications of the American Management es 
stand sponsor for views expressed by authors in articles issued in or as publications. eae 


Current Comment 


MANAGEMENT’S ROLE IN PRESERVING 
THE. ENTERPRISE ORDER 


To function in the face of the 
powerful forces of mass ignorance and political ambition that 
are mobilized against it, management must strengthen its in- 
rs and effectiveness and expand its scope of activity. 

rst, it must secure within itself a more realistic and true 
understanding of the essential nature of the enterprise order 
and of the essential conditions of its operation. This means 
that management must have much more extensive and intensive 
economic information and insight than it generally has today 
—especially a much more objective understanding of the in- 
dispensable part that competition plays in the enterprise sys- 
tem, and of the fatal influence that any form of State inter- 
vention in the competitive process has. 

There is no source today from which management can 
secure the better knowledge and understanding of the enter- 
prise order it needs, other than from itself and its own insti- 
tutions. It is obviously out of the question to look to govern- 
ment. or to look to our academic educational institutions which 
are worse than useless for this purpose. 

Secondly, and by the same means, management must 
secure a much clearer and more common understanding among 
itself of its essential function in the enterprise order and 
greatly strengthen its capacity to perform that function. It 


must more firmly grasp the fact that its primary task is always 


to conserve and develop the basic productive resources of the 
people—their savings and their working powers. This means 
that management must not merely keep faith with its trust; 
it must strengthen and expand the scope of its capacity for 
foresight, for this is the essence of its task of conservation in 
an uncertain and unstable world. The foresight of manage- 
ment must be extended beyond the individual enterprise. It 
must include the industry, its labor force, its raw material 
resources. It must embrace the whole national economic 
structure and the world. It must consider political and social 
forces, and it must be related to and cooperate with the 
legitimate planning functions of government, so far as these 
are truly conservative in purpose. : 
Third, the responsibility of foresight and conserva uts 
a special challenge to management in its relation to chert 
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and consumers. Both those groups are one, and they have a 
common fundamental interest in effective management; but 
their consciousness of this common interest has been confused 
or destroyed by the compulsions, persuasions and seductions 
of the State, and by the indifference, ignorance and inherited 
traditions of management itself. Incessant, intensive effort is 
necessary to check this erosion of common interest. 


Above all, management must remember that in its 
intimate working relations lie the roots of the enterprise order. 
The State may determine minimum standards of wages, but 
management will always have in its hands the power and re- 
sponsibility of determining those individual differentials of 
reward for productive accomplishment which nourish the im- 
pulses of personal ambition and attainment in the individual. 
worker out of which the enterprise order has grown and that 
give it vitality and endurance. 


The one respect in which, it seems to me, management 
is most backward in the industrial relations field, is in the 
development of constructive contact, intercourse and coopera- 
tion with labor organizations. It has failed to understand the 
necessity and constructive potentialities of organization and 
leadership in labor relations. It must always remember that 
conflict begins where knowledge and understanding end, and 
that the quality and purpose of the leadership of labor organi- 
zation is as much a product and a responsibility of management 
as it is of the masses of workers whom it leads. 


This brings me to my fourth and final counsel of perfec- 
tion, which covers all the others. In this crisis, management 
must above all not let itself be confused, intimidated, demor- 
alized, seduced and divided by the powerful subversive forces 
of the State which seek to weaken and disrupt its strength by 
appeal to impulses for personal security, protection and prefer- 
ment or advantage among its own group. 

Management must take its stand in unity against these 
forces of error and delusion and at the same time beware 
of dnctnginn in itself any of the symptoms of that destructive 
disease of the age—militant class-consciousness. Management 
must forget that it is a group of people, and remember that 
it is a function and a principle vital to everyone. Only with 
unity, intelligence, understanding and integrity in management 
can we escape the whirlwind harvest of destruction, suffering 
and conflict which those who have sown the wind of delusion 
discord among the American people are preparing for 

em. 


VIRGIL JORDAN, 


Jordan omitted from his 
a constructive program management. This is now given above. 
be incheded complete the elidel of 


President, National Industrial Conference Board eS. 
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THE MANAGEMENT INDEX* 
Abstracts and News Items 


GENERAL MANAGEMENT 


Prosperity, Profits and Payrolls 

When prosperity has been attained, 
we must strive to keep our system 
stable and effective. In order to pre- 
vent an economic crisis such as that 
in 1929, we must, by proper manage- 
ment, control certain economic ele- 
ments. 

Profit-sharing and governmental 
control of industry will aid in obtain- 
ing increased productivity. The total 
income distribution must then remain 
in relation to the increasing total pro- 
ductivity. 

If prosperity is shared through high 
wages, distribution of profits, and 
lower prices, its chances of permanency 
will be greater and it will yield a 
higher standard of living for everyone. 
By Ordway Tead. The Society for 
the Advancement of Management 
Journal, January, 1937, p. 23:5. 


Issues Before the Next 
Administration 
It is the thesis of this article that the 
prime issues of the immediate future 
arise out of the management of the 
recovery and out of America’s relation 
to the threatened war in Europe. 


On the first issue it may be said that 


as a result of the acceptance by the 
Federal Government of responsibility 
for the management of the business 
cycle (considered by the author the 
most far-reaching innovation of our 
time), the central government has been 
equipped with a whole array of imple- 
ments for managing the business cycle. 

There is a school of thought which 
believes that these instruments, mostly 
fiscal ones, are the ones to use in man- 
aging the business cycle. There is an- 
other group, however, which holds that 
through legislation, through coopera- 
tive but coercive organization, and 
through government-supported collec- 
tive bargaining—wages, hours, work- 
ing conditions, production schedules, 
and the allocation of new capital must 
be directed by the state. 

In support of the first school it may 
be said that if recovery can be brought 
to the level of full employment, to that 
point where there are rather more jobs 
than men, and kept there for some time 
to come, the bargaining power of labor 
will be so greatly strengthened that 
government intervention will not be 
demanded. 

The greatest of all the domestic 
problems which the Administration has 
to solve is how to avoid the inflation 


* For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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which would begin after full employ- 
ment prevailed and yet—in avoiding 
inflation—not to bring on another 
depression. 

Concerning the relation of this coun- 
try to a world in which war is threat- 
ened, the policies which are being pro- 
moted by Secretary Hull point to the 
possibility of an international system 
which may be the practicable alterna- 
tive to the armed peace. One principal 
hope of averting war would seem to 
rest on the increasing prestige, pros- 
perity, and power of the nations which 
belong to the liberal system. 

In case a war should be declared the 
conclusion is drawn that while there 
are several alternative methods of prac- 
ticing neutrality, they all mean that it 
must be an armed neutrality. The 
planning of that armed neutrality is 
one of the major problems before the 
Administration. By Walter Lippmann. 
The Yale Review, Winter, 1937, p. 
217:15. 


National Credit Association Head 
Sees Some Caution Signs 
The new year will witness better 
business conditions and at the same 
time will be a more troublesome period 
for business management. Henry H. 
Heimann, Executive Manager of the 


National Association of Credit Men, — 


states that needs developed during the 
depression will have to be filled; ma- 
terials will be in demand to keep 
abreast of current trends, thus main- 
taining production in both consumer 
and durable goods lines at a high rate. 

Labor difficulties will continue, ris- 
ing costs will have their influence upon 
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business earnings, and there will be 
more failures during 1937. His ex- 
planation for this latter statement is 
that with the return of confidence, un- 
sound practices by present concerns 
will cause failure potentialities to rise. 

Agricultural sections will get a par- 


‘ticularly large share of the recovery in 


1937. The farmer’s income will be 
improved because the chaotic condition 
abroad will stimulate sales, the govern- 
ment interest is beneficial, and the in- 
crease in business will cause an increase 
in sales in this country. Greater Pitts- 
burgh, January, 1937, p. 51:1. 


Business Forecast in 
(First Quarter, 1937) 

The recovery in home trade seems 
to be approaching a peak. ‘Whether, 
however, the point of maximum activ- 
ity will be reached this year or next 
year, it is too early to judge. 

Rearmament policy, the Coronation, 
and the volume of public and semi- 
public work set in train during the 
coming year will be the determining 
factors. 

The prospects for export trade on 
the other hand are brighter than they 
have been for some time. The con- 
tinuing rise in prices of important pri- 
mary commodities should increase the 
purchasing power of many overseas 
countries and provide them with the 
much-needed funds for liquidating past 
debts and relaxing exchange restric- 
tions. Coal, textiles, and shipbuilding 
in particular should benefit, but certain 
other industries, especially those in the 
non-ferrous metal and constructional 
categories may find it less easy to par- 
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ticipate, owing to the heavy pressure of 
orders on home account. F. B. I. 
Business Barometer, First Quarter, 
1937, eight pages. 


Toward a Higher Living Standard 
We are evidently moving toward a 
greater centralization of power in the 
Federal Government than we have 
ever known before. A considerable 
body of public opinion favors such 
change, especially among the low in- 
come groups. ‘The loudest support 
comes from the organized labor group. 
Underlying this agitation is the 
yearning of the least fortunate for a 
higher standard of living. Green, 
President of the American Federation 
of Labor, asserts that every family 
should have a minimum income of 
$3,600 a year. We cannot achieve this 
goal by fiat of government. The Gov- 
ernment, as we know it, is built for 
regulatory action, not for creation. The 
present national income is about $60,- 
000,000,000 which if divided equally, 
without respect to special reward for 
superior ability, would give each fam- 
ily approximately $1,850 annually. 
There is no short-cut to the goal 
Green has chosen. The road of higher 
prices and higher wages, without pro- 


FINANCIAL MANAGEMENT 


Competition for Consumer Credit 

Three general types of small lend- 
ers are engaged in this business today. 
There has always been competition be- 
tween companies in any one group but 
now each of the groups is also con- 
cerned about mass competition from 


portionate increase in productivity, 
will prove to be a detour. Our poor 
do not need a doubled money income 
but a doubled purchasing power. To 
get it we must double the present eco- 
nomic activity without increase in the 
cost of living. The Magazine of Wall 
Street, January 30, 1937, p. 469:2. 


Factories Will Be B in 
bad 1937 

Factories will be busy during 1937. 
I see three principal reasons to justify 
this statement. The first is that the 
pent-up demand of six years has broken 
loose. During those years obsolescence 
out-paced replacement and moderniza- 
tion. Now the business of making up 
for lost time is under way. 

As the second reason I designate the 
renewed faith of industry in the busi- 
ness cycle. The infallibility of the 
cycle was questioned when it went 
lower than ever before. Now it is 
going up; the dawn has arrived to dis- 
pel the nightmare. 

And for the third reason I nominate 
restored confidence. That elusive yet 
essential factor is again exerting its 
benign influence. By L. C. Morrow. 
Factory Management and Mainte- 


nance, January, 1937, p. 35:8. 


the other groups, as well as from the 
banks. To appraise this growing com- 
petition, it is necessary to distinguish 
sharply between the lending services 
of the three groups involved. 

One group includes the companies 
which finance the instalment sales con- 
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tracts of merchandisers. These com- 
panies have security back of their loans 
in the form of marketable chattels in 
which the borrower has a substantial 
equity. As a result of this secured- 
creditor position, sales finance compa- 


nies can lend to applicants without | 


making much of a credit investigation. 

A second group is made up of in- 
dustrial banks and Morris Plan com- 
panies whose loans are usually made 
on the security of co-signatures or en- 
dorsements. Their charges are col- 
lected in advance or added to the face 
of the note. The necessity for the bor- 
rower to find two co-makers reduces to 
a minimum the necessity for credit 
checking, which reduces the cost of the 
loan, and thus the rate of charge is 
lower than that of the small loan com- 
panies. 

The third group is made up of those 
companies which operate under the 
provisions of “small joan laws.” Their 
loans are of cash direct to the bor- 
rower. The business of such compa- 
nies relies for safety on a careful selec- 
tion of loan risks and vigilant follow- 
up until the loan is fully paid. This 
work requires the time of a consider- 
able staff. 

If the sales finance companies and 
the Morris Plan and industrial banks 
are not direct competitors of the small 
loan companies, it is unlikely that the 
commercial banks will become com- 
petitors. Banks are no better equipped 
to make unsecured small loans to wage 
earners of the class that borrow from 
small loan companies than are these 
other agencies. The costs of investi- 
gating the loans and absorbing the 
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losses of bad debts are so high that 
banks cannot conduct this business 
under the rates they may charge. By 
B. E. Henderson, President, House- 
hold Finance Corporation. Banking, 
January, 1937, Pp. 24:1. 


The 1938 Federal Budget 


If administration expectations are 
realized, the 1938 budget will be 
balanced on a basis that excludes 
public-debt retirements. Fiscal year 
1938 expenditures are budgeted at 
$6,158,000,000. Recovery and relief 
expenditures amount to only $316,- 
000,000 of this total. Additional 
expenditures for this purpose are an- 
ticipated, but it is hoped they will not 
exceed $1,537,000,000. Estimated 
1938 receipts are $7,294,000,000. 
Gross federal debt as of June 30, 1937, 
is placed at $35,027,000,000. Con- 
ference Board Bulletin, February 4, 
1937, Pp. 21°24. 


The Budget Problem 


Numerous conditions surrounding 
the 1938 budget cause uncertainty of 
achieving a balance. ‘The high level 
of expenditures indicates continuance 
of government’s playing a more signi- 
ficant role in the national economy 
than prior to the depression. Future 
budget problems will relate directly 
to the level of federal expenditures. 
A precedent regarding use of the 
federal credit has been established in 
the deficit-financing period. If another 
depression occurs before reduction of 
the federal debt to less than $30,000,- 
000,000, drafts on federal credit to 
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cover large deficits would imply graver 
dangers than in the period 1930-1937. 
Official approach to the budget prob- 
lem is optimistic. Conference Board 
Bulletin, February 4, 1937, p. 24:4. 


Are Bond Prices Due for a Fall? 


Monetary economists are divided 
into two camps on the probable future 
trend of interest rates. Barron’s 
brings together an authoritative spokes- 
man from each group. Both Mr. 
Angas and Mr. Foster start from the 
assumption that the dikes of credit are 
controlled in Washington. But they 
begin to part company when it comes 
to the question whether inflation is 
under way and, if so, what the control 
authorities are going to do about it. 

Major Angas says: The bonfire is 
set for wild price inflation unless the 
Government or Reserve Board inter- 
feres to prevent it. The Government 
wants cheap money, but not at the 
price of wild inflation. It is almost 
impossible to prevent inflation without 
contracting the volume of outstanding 
credit. As the control authorities pro- 
ceed with the deflation of existing 
bank credit, banks will be forced to 
sell investments which will result in 
a decline in high-grade bond prices and 
in at least a temporary reaction in the 
stcck market. 

Mr. Foster says: The assumption 
that an inflationary rise in prices is 
already under way fails to give proper 
recognition to the part played by war 
purchases, droughts and artificial cur- 
tailment of production. Cheap money 
stimulates larger and more efficient 
production, as well as larger consump- 


tion. The Government wants cheap 
money both for business recovery and 
for its own refunding. While there 
is no convincing evidence of an infla- 
tionary rise in prices, if such a trend 
develops, the authorities can curb the 
flow of funds into stocks and commodi- 
ties, and can regulate the credit policy 
of banks, without tightening interest 
rates. By L. L. B. Angas and Stephen 
M. Foster. Barron’s, January 25, 
1937, P. 3:3. 


Valuations and Appraisals 


This report tells briefly, in business 
language, the type of valuation or ap- 
praisal suitable for various purposes 
and how best it may be used. Included 
are valuations for industrial compa- 
nies, property record appraisal, valua- 
tions for consolidation, mergers, and 
for fire insurance, valuation of mines, 
quarries and extractive properties, of 
oil and gas properties, for Federal In- 
come Tax purposes, for Section 77-B 
of the Bankruptcy Act, for condemna- 
tion proceedings, for departmental bur- 
den and product costing, for Securities 
Act registration, valuations of current 
inventories, and for write-downs and 
write-ups. Ford, Bacon & Davis, Inc., 
1936. 20 pages. 


What’s Ahead for the Market? 

More than three weeks of fast ad- 
vance have weakened the stock mar- 
ket’s technical position and it would 
be vulnerable to any bad news. There 
is a substantial broadening of specula- 
tive demand. As economic recovery 
broadens, more and more small or 
marginal companies begin to earn prof- 
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its. Money is still dirt cheap, despite 
a minor tightening in acceptances and 
rates for Treasury bills. Many of the 
better grade stocks are at relatively 
unattractive levels and both investment 
and speculative demand tends to filter 
down to securities of a lower grade. 
It is the part of prudence to keep in 
mind the possibility that some move 
may at any time be made by the Roose- 


INSURANCE 


Insurance Costs and Accident 
Experience 

The average executive is too busy 
trying to work out his own problems 
to give a great deal of thought to 
insurance costs. The average person 
is not familiar with how compensation 
and public liability rates are deter- 
mined and does not appreciate the 
effect that accident experience has had 
in the making of the rates. 

The reason for variance in basic 
rates is due to several causes, such as 
experience by location, working condi- 
tions, wages, and type of employees, 
but for the most part the rates vary 


because of the difference in certain im-_ 


portant features of the compensation 
laws. 


The knowledge that every dollar 
which the insurance company pays out 
in losses will be reflected in future 
ratings, should bring home the fact 
that the policyholder in a large meas- 
ure is responsible for the making of 
rates; it is the operating company or 
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Insurance abstracts are contributed by P. D. Betterley, Insurance 
Consultant, Assistant Treasurer, Graton &§ Knight Company. 
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velt Administration to curb rising 
stock speculation. The Administra- 
tion’s thoughts have turned from 
stimulation to control. 

Taking all factors into account we 
would for the present temper bullish- 


_ mess with more than a mite of caution. 


By A. T. Miller. The Magazine of 


Wall Street, January 30, 1937, p. 
472:2. 


employer that is paying the freight, 
not the insurance carrier. 

The author believes that a careful 
analysis of all accidents involving em- 
ployees and the public, should be 
made by business firms in order that 
the proper emphasis may be given to 
correcting, if possible, the conditions 
that caused the accidents. Next, a 
safety survey of every nook and corner 
of the properties should be made to 
discover, if possible, those danger spots 
inadequately guarded. Supervisors 
and foremen should be definitely 
shown how thoughtless and careless 
supervision and workmanship has 
caused needless accidents. By Oliver 
J. Smith. The Insurance Post, Nov- 
ember, 1936, p. 6:3. 


Editor’s Note: The author of the 
foregoing article has made some very 
pertinent and thought-provoking state- 
ments. By observation of actual 
hazards, we have definitely reached 
the conclusion that’ many of the acci- 
dents which are occurring in industry 
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are easily preventable. While ma- 
chinery and equipment has been safe- 
guarded in many ways, it is in the 
unexpected place and in the unusual 
manner that most accidents occur. It 
is the duty of employers and property 
owners to anticipate what may happen, 
and this can be done only by a careful 
analysis and unremitting attention. If 
the reader is attracted by the above 
subject, he will be interested in articles 
appearing in the October and Novein- 
ber issues of Insurance Post, entitled 
“The Cost of Casualties and Insur- 


ance.” 


Installation and Maintenance of 
Fire Doors 

The regulations of the National 
Board of Fire Underwriters contains 
the following in reference to fire 
doors: 

“The great importance of fire walls 
in preventing the spread of fire and 
the fact that they are liable to be 
severely exposed to fire for consider- 
able periods makes it essential that all 
openings in such walls be protected 
by the most efficient methods. .The 
fire retardment value of fire doors is 
necessarily somewhat less than the 
wall itself. It is important, therefore, 
that openings in division walls be 
as small as the circumstances will 
permit.” 

Most tin-clad fire doors which have 
been installed for a considerable time, 
do not have vent holes provided, this 
feature being a more recent develop- 
ment. The hole is designed to prevent 
bulging of the tin and rupture of the 
joints by permitting the escape of the 


gases generated from the wooden core 
of the door when it is exposed to ex- 
treme heat. 

The door should hang and operate 
freely. The track itself should be kept 
free from obstruction and the wheels 
should be oiled at sufficient intervals 
so as to operate freely. The proper 
care and maintenance of fire doors may 
mean the saving of lives and the safe- 
guarding of property. By A. M. Jens. 
The Insurance Post, November, 1936, 
p 112. 


Editor’s Note: We have been 
rather startled to find large numbers 
of fire doors which could not operate 
automatically due to lack of proper 
auxiliary equipment, equipment out of 
order, obstructions and, in frequent 
cases, because doors were firmly fast- 
ened open. As many as 25 fire doors 
in a single factory were found to be 
inoperative. It is apparent that em- 
ployees generally, and in many in- 
stances this includes foremen and 
superintendents, do not appreciate the 
purposes of fire doors. With a large 
investment in this type of protective 
equipment, which has proven its worth 
in many fires, it is surely worthwhile 
to have the units in efficient operating 
condition. 


Customer’s Safety in a 
Department Store 


“Accidents Create Sales Resist- 
ance,” says the Assistant Superinten- 
dent of a large department store and 
the aim as announced is to prevent 
accidents to customers, that there may 
be increased sales, or, at any rate, no 
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lower sales. By defective conditions 
is meant any condition, no matter how 
trivial, that could cause an accident, 
no matter how minor. 

Education of employees is the best 
preventive of accidents, so, through a 
training department, endeavor is made 
to put across the thoughts and ideas 
regarding public safety and employee 
safety. The rules are simple—any 
condition likely to cause an accident 
must be reported to the superinten- 
dent’s office, and immediate steps must 
be taken to eliminate the condition. 

All accidents, no matter how small 
must be reported to the nurse in charge 
of the medical department. A report 
is made out for every accident and is 
sent to the superintendent. A copy 
of the accident report is sent to the 
assistant superintendent, who reviews 
the accident, talks to witnesses, and 
visits the scene of every accident to 
ascertain the cause. The training de- 
partment instructs every new employee 
in accident prevention. 

Accident prevention in a store which 
six million people enter annually is no 
small task. However, experience has 
shown that if this responsibility is ac- 
cepted with a well-thought-out safety 
program, it will yield dividends in 


customer satisfaction. By M. J. — 


Walsh. Executives Service Bulletin, 
Metropolitan Life Insurance Com- 
pany, December, 1936, p. 5:2. 


Use and Occupancy Insurance Is 
Up Front 

Why hasn’t use and occupancy in- 

surance been more popular? Because 

its practical application to the needs 
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of merchants and industrial plants has 
been mastered by only a comparatively 
few. 

Use and occupancy insurance is sim- 
ple in its fundamentals, but in actual 
application, it develops many difficul- 
‘ties. It hasn’t been perfected yet, but 
1936 saw great strides accomplished. 
It brought to use the stipulated amount 
form, the time to replace form, the 
latter allowing the merchant or manu- 
facturer to elect the time which he 
feels it would take to reinstate his 
earnings, and does not require him to 
insure for a full year’s interruption. 
He is rated, according to the length 
of replacement designated in the policy, 
a high rate for a short period and a 
low rate for a long period. The ad- 
ditional expense form is a much 
needed use and occupancy coverage, 
especially for newspapers and dairies, 
and ice cream plants. 

An independent survey during 1936 
revealed that out of a sizable group of 
insurance buyers, only 27 per cent car- 
ried use and occupancy insurance. The 
author suggests that the insurance 
agent, the broker, and the insurance 
underwriter, must be more conversant 
with this type of insurance. By Clar- 
ence T. Hubbard. The Weekly 
Underwriter, January 2, 1937, p. 
22:3. 


Editor’s Note: ‘The author has, in 
his usual entertaining way, covered 
some very interesting points concern- 
ing this business interruption insur- 
ance. The article was apparently 
written for those engaged in the dis- 
tribution of insurance, but it is well 
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worthwhile for buyers of insurance 
to read it also for they too need to 
know more about this type of cover- 
age, and we have frequently heard 
them say that they did not understand 
how it worked—one went so far as to 
express the wish that he might have a 
loss so he would know what some of 
the provisions in the policy meant. If 
buyers wish to know more about the 
subject, they may obtain some data 
from the American Management Asso- 
ciation, read library insurance books 
and pamphlets, and ask their insurance 
agents to have a use and occupancy 
specialist come and tell them about it. 


Insuring Insurance Premiums 


It apparently is not generally known 
that one may purchase protection 


against loss of the premiums which he 
has prepaid on his insurance policies— 


OFFICE MANAGEMENT 


Preparing the Office for Recovery 

Many offices made their depression 
savings through indiscriminate dismis- 
sal of personnel and horizontal cuts in 
salaries, instead of patiently working 
out their problems of selection and 
training of personnel, organization and 
control of office functions. Unless 
management is to be faced with in- 
creasing office costs with the rising 
tide of business, this condition must 
be corrected. 

To accomplish this, detailed in- 
formation on every phase of the work 
is necessary. A statement of duties 


under most policies, the insurance 
ceases when loss occurs, to the extent 
of the indemnity. To put it another 
way, the purpose of a premium interest 
contract is to indemnify the assured 
in such amount of premium as would 
be required on a pro rata basis to re- 
store all of his insurance to its original 
amount from the date of loss to the 
expiration of each policy, regardless 
of the type of coverage, at the premium 
rate in effect at the time of loss. 

The contract is written subject to 
the 100 per cent contribution clause, 
but the method for figuring the rate 
of premium interest insurance is to 
reduce the premiums for all policies to 
an annual basis and take an average 
which is then reduced 50 per cent 
because of the reducing amount clause 
which is made a part of such contract. 
The Eastern Underwriter, November 
13, 1936, p. 37:1. 


form will provide the background for 
a comprehensive study of office organ- 
ization, methods and routines, if the 
questions are properly worded and an- 
swered. It is a practical means of 
determining what the present organ- 
ization set-up is, and is helpful in de- 
termining what the set-up should be. 

An analysis of work study will now 
show something about the work itself. 
Although many companies make such 
studies, two vital points are often 
omitted: they do not attempt to 
measure the production of the worker, 
and they do not know enough about 


| 
sit 
kr 
Ho 

| al 
| ta 
vi 
| ne 
in 
| ct 
ot 
| 
| 
| al 
er 
ti 
d 
0) 
if v 
it 
p 
a 
f 
| b 
| n 


similar work in other organizations to 
know whether production is satisfac- 
tory. 

The study should determine the 
amount of work performed by each 
clerk; the number of interruptions, 


classified by kinds; and the number of | 


changes from one type of work to an- 
other. Not all the time lost by inter- 
ruptions can be eliminated, but the 
majority of it can be salvaged with 
proper attention. A proper flow of 
work throughout the office is essential, 
and work should be delivered to and 
taken from the clerks at regular inter- 
vals by messengers, thus reducing the 
necessity for stopping work and walk- 
ing around the office. The number of 
changes from one kind of work to an- 
other, under any circumstances, can be 
materially reduced and effect a no- 
ticeable increase in clerical production. 

Although it is more difficult, it is 
also much more effective to cover the 
entire office at one time than to make 
the study departmentally, as the rou- 
tines in one department may, and often 
do, determine changes in routine in 
other departments. 

Information on office routines can 
only be obtained by a trained observer 
who will trace the routine from its 


inception to its completion, interview 


personally every clerk, and examine the 
work at each step. As a general rule, 
a thorough analysis of major routine 
will yield a reduction in total steps of 
from 20 per cent to more than 60 per 
cent. 

In determining whether work should 
be done in a chain operation, certain 
necessary conditions should be kept in 
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mind: ‘There should be an exact bal- 
ance of time and an evenness of flow 
from operation to operation, and there 
must be a sufficient volume to permit 
a constant flow between operations. 

Wherever possible, revised routines 
and new methods should be thoroughly 
tested before they are permanently 
adopted. There is always the possi- 
bility that unforeseen difficulties may 
develop, and these should be solved 
during a test period and not by the 
operator as she comes across them in 
her regular work. By Harold C. Pen- 
nicke. N. O. M. A. Forum, Decem- 
ber, 1936, p. 3:6. 


Standards and Wage Incentives 
for Office Activities 

This article describes the experience 
of the Dennison Manufacturing Co. . 
in applying standards of performance, 
incentive wages, and to some extent 
standard costs to their clerical work. 
The work of 66 per cent of the total 
clerical personnel of over 300 is on a 
measured production and payment ba- 
sis, and the author (head of the ac- 
counting department) believes that 
some kind of measure will be found 
for every major clerical job. 

When the system was introduced, 
the jobs were studied and analyzed, 
and even in this first step, opportuni- 
ties arose for rearranging work eco- 
nomically. ‘Time studies were made 


and standards of performance decided 
upon. And then, in order to obtain 
full benefits, the standards were hooked 
up with the clerk’s pay by means of 
wage incentives. A base rate was set, 
and the bonus is calculated as one-half 
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of the percentage of time saved, ap- 
plied to the basic rate. 

The chief advantages of the system 
are higher earnings per employee, 
lower unit costs per operation, simpli- 
fication of supervision, and reduction 
in number of errors. 

Most of the difficulties are encoun- 
tered in introducing the system—every- 
one feels his job is not subject to stand- 
ardization and there is fear on the part 
of the workers that they are to be 
worked too hard. In some cases, greater 
production is gained through harder 
work, but most of the savings are made 
through better utilization of the clerk’s 
time. There also may be a tendency at 
first to sacrifice quality for speed. How- 
ever, the company has ironed out this 
difficulty to its own satisfaction by 
strict quality inspection. Another real 
disadvantage is the increase in miscel- 
laneous personnel to handle counting 
or measuring, inspection and calculat- 
ing of wages. The over-all savings, 
however, more than compensate for this 
additional expense.. By A. C. Farrell. 
N. A. C. A. Bulletin, December 15, 
1936, p. 426:11. 


Who Controls the Controller? 


In this article the word controller 
is used to denote the office, and the 
chief duty of the office is thought of 
as conservation of the wealth produced 
by the industry. It, no doubt, can be 
safely assumed that, as the result of 
the efforts of the past several years, the 
procedures and operations now being 
worked on in our offices can generally 
be said to be necessary for the proper 
conduct of business. In an effort to 


keep business from being burdened by 
non-productive office activities result- 
ing in expense—management engineers, 
office management associations and the 
manufacturers of office machines 
should be consulted. Install an office 
budget if you would keep down ex- 
penses. Everyone understands the lan- 
guage of dollars and cents. In answer 
to the question, “Who controls the 
controller?” a logical reply would be, 
“The office budget will, when prop- 
erly administered, effectively control 
the controller (or office).” By J. 
Berni. The Office, January, 1937, p. 
10:4. 


20,000,000 Workers for 
Old-Age Benefits 


This article describes in detail the 
steps taken by the Social Security 


Board with the assistance of other 
Federal agencies in establishing an in- 
dividual ledger account for each 
worker covered by the Federal old- 
age benefits plan. The use of punch 
card and tabulating machines greatly 
facilitates the work. By Henry P. 
Seidemann, Director of Bureau of 
Old-Age Benefits, Social Security 
Board. Dun’s Review, February, 1937, 
p. 12:6, 


The Modern Office 


The modern “office” is so different 
an animal from what it was twenty 
years ago, that it is misleading to retain 
the name. There can scarcely be an 
organization, whether commercial or 
not, in which the office is not the source 
of coordinated control. Two things 
are responsible for this. One is a 
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mental revolution among business 
men; and the other is a technological 
revolution—a spate of inventive tri- 
umphs, akin to those which heralded 
the industrial revolution. On the one 
hand laissez-faire has vanished from 
the internal “politics” of business to- 
day. Except for a few backwoods 
men of industry, the policy of hit-or- 
miss has survived only as a poor joke. 

Every business man today wants to 
plan and control his enterprise in all 
its details. He is an architect of pros- 


Theory, Immigration 
The Process of Capital Formation 
and Its Relation to Inequality 

This is a critique of Harold G. 
Moulton’s The Formation of Capital 
by Raymond T. Bye of the University 
of Pennsylvania, followed by Dr. 
Moulton’s reply. 

Professor Bye says: If Moulton’s 
theories are correct, the price system 
is lacking in inner consistency; but 
there are errors in his analysis. His 
argument for the alleged dilemma of 
saving ignores current theories as to 
the function of interest in balancing 
the demand and supply of capital. In 
holding that increase of capital must 
be accompanied by increased expendi- 
ture for consumption, he confuses ab- 
solute with relative savings and con- 
sumption, and he overlooks the lower- 
ing of costs. made possible by more 
capitalistic methods and. by technologi- 
cal progress. The supposed escape 
afforded by bank credit expansion is 
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PRODUCTION MANAGEMENT 
Industrial Economics: Labor and Capital, Legislation, Wage 


perity. But in order to do this he 
needs two things. In the first place 
he must have accurate information 
about what is actually taking place 
today and secondly he must have it 
quickly enough to be able to affect his 
policy for tomorrow. ‘This has been 
made possible by the rapid evolution of 
office machinery, which is the second 
and complementary aspect of the major 
revolution in business methods. In- 
dustry Illustrated, January 29, 1937, 
p. 7:1. 


illusory. In asserting that inequality 
causes excess saving simultaneously 
with deficient consumption he over- 
looks the vast possibilities of extrava- 
gant consumption. It is more likely 
that the rich save for expected earn- 
ings than by necessity or habit. The 
theory that the stock market dissipates 
savings for which there is no profitable 
use involves the dubious assumption 
that people will bid up stock prices 
when expecting a decline in earnings. 

Dr. Moulton replys to each of Pro- 
fessor Bye’s points, and refers to the 
places in his series of books where the 
points are covered. The American 
Economic Review, December, 1936, 
p. 608:14. 

Employment Conditions 

The continued expansion in em- 
ployment in the United States since 
the spring of 1936 raised the number 
of persons engaged in nonagricultural 
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industries to an estimated total of 31,- 
680,000 in September, 1936—an in- 
crease of 1,400,000 in twelve months. 
From the low point of the depression 
in March, 1933, the gain in employ- 
ment in the nonagricultural industries 
was over 6,000,000 persons, including 
employers, self-employed, and employ- 
ees, except those on Federal emer- 
gency work. Monthly Labor Review, 
December, 1936, p. 1415:1. 


Social Security 

With 17,943,000 wage earners now 
protected by unemployment compensa- 
tion in 36 states, the Social Security 
Board has issued a table showing the 
variations in provisions of these 36 
laws. 

A comparison of the major provi- 
sions indicates certain common trends: 
Wisconsin is the only state with a 
straight employer-reserve account. In- 
diana and Kentucky combine features 
of both the employer-reserve and the 
pooled-fund accounts, and in Vermont 
the employer may, if he wishes, elect 
to set up a separate reserve. 

Thirty-two states have adopted a 
straight pooled fund, indicating a 
definite preference for this type of pro- 
vision in which all contributions go 
into a single state fund and from which 
benefits are paid to all eligible em- 
ployees irrespective of their former 
employers. 

_ There is a definite trend toward 
laws requiring contributions from em- 
ployers only; a tendency toward the 
broadening of the protection offered 
employees under state laws is indicated 
by the fact that many of the states 


have designed their laws to cover em- 
ployers of less than eight persons. 

With regard to the amount of bene- 
fits to be paid eligible workers, all 
except three states specify a benefit of 
50 per cent of full-time weekly wages 
up to a definite maximum. In all but 
one state the maximum benefit is set at 
$15 a week; in Michigan it is $16. 
The minimum weekly amount which 
may be paid varies widely. The most 
frequent figure is $5 a week or three- 
fourths of the weekly wage, whichever 
is less. Only five states make the 
amount of salary paid the basis for ex- 
clusion from benefits. 

Discharge for misconduct, a labor 
dispute in the establishment, voluntary 
quitting of work, or refusal of suitable 
employment constitute grounds in all 
states for extension of the waiting 
period or for complete disqualification 
from benefits. Social Security Board 
Release, February 4, 1937. 8 pages. 


Drought Refugee and Labor 
Migration to California in 1936 


A decrease as compared with 1935 
occurred in the number of migrants in 
need of manual employment who en- 
tered California during the first half of 
1936. During the last half of 1935, 
43,180 such persons arrived in Cali- 
fornia in cars bearing license plates of 
other States; the number dropped to 
27,867 during the first half of 1936. 
The migration of these unemployed is 
closely correlated with season agri- 
cultural developments in the state. The 
States which had suffered from the 
drought were the largest contributors 
of migrants. Whereas the total migra- 
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tion during the first half of 1936 was 
36 per cent less than during the last 
half of 1935, the number of migrants 
from the “dust-bowl” States declined 
only 26 per cent. In both periods 
white Americans were the predominat- 
ing group. By Edward J. Rowell. 
Monthly Labor Review, December, 
1936, p. 1355:9. 


Business Births and Deaths 


Every business day, on the average, 
1,292 new industrial and commercial 
enterprises open their doors in the 
United States. Of these 501 succeed 
previously existing enterprises and 791 
are completely new ventures. At the 
same time, 1,142 enterprises pass out 
of the picture, leaving a net increase 
in the business population of 150 con- 
cerns for each day. 

The authors draw some interesting 
conclusions from these amazing figures. 
By Willard L. Thorp and William A. 
Rothmann. Dun’s Review, Febru- 
ary, 1937, p. 10:3. 


Changes in Cost of Living 


Average living costs for families of 
wage earners and lower-salaried work- 
ers in 32 large cities of the United 
States increased four-tenths of 1 per 
cent in the two-month period between 
July 15 and September 15, 1936. This 
increase reflected advances in costs for 
each of the groups of items included in 
the family budget. 

The September index for the 32 
large cities included in the pricing sur- 
vey of the Bureau of Labor Statistics 
was 82.4, as compared with 82.0 on 
July 16, the average costs in 1923-25 


being used as 100. Comparison with 
October 15, 1935, shows an increase 
of 2.1 per cent over the 11-month pe- 
riod. The current index is 10.6 per 
cent above the low point of June, 1933. 
Since December, 1929, there has been 


a 17.3 per cent drop in average living 


costs. United States Department of 
Labor, Bureau of Labor Statistics, 
1936. 30 pages. 


Piecework in the Silk-Dress In- 
dustry: Earnings, Hours, 
and Production 

The dress industry, which is a divi- 
sion of the garment industry and the 
one to which this study is confined, is 
only about 30 years old, one of the 
youngest industries of the country. It 
is far more dependent on the experi- 
ence and skill of the workers than are 
most large producing industries. There 
are no automatic machines that cut, 
make, or press dresses. “Therefore, on 
the character of the labor in a given 
area depends the success or failure of 
the industry in that locality. New 
York City, the oldest and largest 
center, naturally has the most skilled 
workers. 


Other reasons for the predominance 
of the New York City area over the 
rest of the country are that it is the 
leading style center, transportation 
facilities are of the best, adequate 
financing is available, and the fabric 
market is nearby. 

The dress industry is a large em- 
ployer of women. The operators, or 
makers of the dresses, compose much 
the largest group of workers in the 
industry. The work of pressing the 
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garment, like that of making it, is 
performed by both men and women. 
Men, however, are far more frequently 
employed for pressing silk dresses than 
are women. The work of the finishers 
includes sewing on snaps, buttons, 


hooks and eyes, bows, etc. Much de- 
tailed information on earnings, hours 
and production is given. By Ethel L. 
Best. United States Department of 
Labor, Bulletin of the Women’s 
Bureau, No. 141, 1936. 68 pages. 


Labor Relations: Collective Bargaining, Employee Represen- 


tation, Arbitration 
Can Lewis Tie Up Steel Industry? 

With all eyes focusing on the auto- 
mobile strike, little attention has been 
given to the fact that the Lewis labor 
organization is marshalling its forces 
for an assault upon the steel industry. 
The struggle there promises to be a 
bitter one. 

Relentless in its opposition to the 
closed shop, and united in support of 
the employee-representation plan, the 
steel industry will be a hard nut for 
Mr. Lewis to crack. But the prepara- 


By the Steel Workers Organizing 
Committee go on apace. 


In this article, the Dow-Jones repre- 
sentative in Pittsburgh states the issues 
and appraises the strength of the op- 
posing forces. Not the least interest- 
ing is his interpretation of the attitude 


of the inarticulate laborer. In the 
end, his allegiance will decide the con- 
flict. By James A. Rowan. Barron’s, 
February 8, 1937, p. 11:1. 


Common Sense 


Most union leaders have welcomed 
the increasing shortages of skilled labor 
in certain trades as an excuse to de- 
mand higher wages. But when skilled 
workers in the needle trades became 
scarce, Sidney Hillman, head of the 


Amalgamated Clothing Workers, 
promptly admitted to membership hun- 
dreds of men and women trained in 
WPA sewing rooms. Praised for his 
liberal action, he explained it as sim- 
ple common sense; if the unions tried 
to play dog-in-the-manger when mil- 
lions were still out of work, the policy 
would arouse a storm of public criti- 
cism. Today, February 6, 1937, p. 
3:1. 


Editorial Opinion on the GM 
Strike 


It is now evident that Mr. John 


_ Lewis from the first aimed to make, or 


force, a bargain with General Motors 
. . » His attitude is clearly that of a 
man who sets himself above the law. 
The New York Times, February 5, 
1937. 

In expecting one to sit down with 
another at a table, there is also the 
matter of table manners to be consid- 
ered. A gentleman can hardly be ex- 
pected to sit at the same table with a 
loud-mouthed and conceited braggart 
whose every other word consists of 
threat, vituperation or insult. The 
Iron Age, February 4, 1937. 

The Government having passed 
such flagrantly one-sided legislation 
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[National Labor Relations Act], is 
it astonishing that labor leaders have 
encouraged their followers to resort to 
lawlessness? . . . Unionists are entitled 
to regard themselves as having been 
placed above the law, as having been 
accorded special privileges and immu- 
nity. Forbes, January 15, 1937. 
The union cannot abandon its right 
to existence as a bargaining agent for 
the employees. The employer, on the 
other hand, may be fighting against 
this very right, as General Motors has 
traditionally done and is doing in this 
case . . . General Motors, like other 
reactionary industrial concerns, does 
not intend to obey the law [National 
Labor Relations Act]. Instead, it 
avoids bargaining, and uses other laws 
against the attempt of the union to 


Benefit Systems and Incentives: Pensions, Profit Sharing, Sug- 
gestions, Vacations, Stock Ownership 


Paying Managers 

No bigger problem faces the chain 
store operator than manager turnover. 
Some men grow stale through lack of 
impetus and others go so far and then 
feeling they can go no further leave 
the organization. After facing this 
problem for many months this chain 
has found that a bonus system based 
upon the actual profit accomplishments 
of the manager is the simplest and most 
satisfactory way to encourage ability 
and loyalty. The plan now includes 
assistant managers and tobacco depart- 
ment managers as candidates for these 
awards for actual accomplishments. 

The manager establishes his rating 
for a bonus through his ability to do 
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rights and responsibilities. 


force it to bargain by economic pres- 
sure. The New Republic, February 
10, 1937. 

The dangerous potentialities of this 
type of strike are ultimately bound to 
result in a new definition of labor’s 
It hap- 
pened in England and it will happen 
here. Today, February 6, 1937. 

No compulsory arbitration legisla- 
tion is expected. Labor leaders fear 
the eventual consequences of this far 
more than they value any temporary 
advantage . . . Common doubt as to 
the final effectiveness of the sit-down 
strike, coupled with support of prop- 
erty rights, would remove a strike 
weapon which even some union men 
fear to take up. Business Week, Janu- 
ary 30, 1937. 


well a two-fold job: first, efficiency in 
merchandising by maintaining an av- 
erage high mark-up; second, efficiency 
in operation by holding down all con- 
trollable costs. At the end of each 
month every manager is furnished a 
statement of net sales, gross profit and 
an analysis of controllable expenses. 
As other stimuli for managers in their 
efforts to establish records, monthly 
meetings are held where the managers 
readily exchange plans or bring up 
their problems. They are not compet- 
ing with each other but each is com- 
peting with his own past record to see 
how efficient a merchandiser and exec- 
utive he can become. 


Weekly bulletins go out to the em- 
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ployees to stimulate their interest in 
promotions and prizes they may ex- 
pect. As further encouragement to 
faithful service each employee is given 
a week’s vacation with pay after they 
have been with the company a year 
or more. Life and health insurance 
policies are also provided in a group 
set-up with the firm paying half of all 
such premiums. By Adolph Wein- 
berger, President, Weinberger Drug 
Stores, Inc. Chain Store Age, De- 
cember, 1936, p. 12:2. 


Salary Standards in 250 Lines of 
Business—Part II 


The trend toward rising salaries, 
bonuses, increased vacation pay, and 
shorter hours has continued to spread 
since the first of this series of articles 
was published in December. Manage- 
ment must realize that employees are 
anxious about their chances for a raise 
in 1937 and be prepared to meet the 
situation if they do not want a large 
turnover. 

A wide interest has been manifested 
in the several types of bonus system 
mentioned in this article. The Halsey 
plan guarantees a day rate to the 
worker and permits compensation for 
greater worth. The Barth variable 


sharing plan, although difficult to ex- 
plain to employees is good in small or- 
ganizations. It is on a standard time 
basis but avoids any wage guarantee. 
The Taylor differential piece-rate plan 
consists of two rates. One piece-rate 
is paid until the standard is reached 
and then a higher piece-rate is paid. 
This has a discouraging effect on the 
beginner or the average worker be- 
cause only the superior worker can 
hope to receive the higher piece-rate. 
In the Merrick differential bonus plan 
there are two levels of pay above the 
standard so that more have a chance 
to share it. The Gantt plan pays a 
minimum hourly rate up to 66.6 per 
cent efficiency and after that the rate 
increases. In this plan the supervisor 
gets a bonus for each man under him 
who has earned a bonus. The Emer- 
son graduated bonus plan establishes 
a standard time for each job. Divide 
the standard by the time the individual 
took, find the man’s percentage of effi- 
ciency. The bonus starts at 67 per 
cent efficiency. 

Accompanying this article is a chart 
showing average salaries paid secretar- 
ies, stenographers and typists in sixty 
cities. American Business, January, 
1937, p. 14:3. 


Shop Methods: Industrial Engineering, Standardization, Waste, 
Rate Setting, Time and Motion Study 


Organized Safety Pays 
Through the efforts of a vigorous 
campaign the employees have been 
made safety-conscious and for ten 
years the Columbia Terminals Com- 


pany of St. Louis has steadily been 
reducing its accident record. An 
organized educational program was 
undertaken in the hopes that it would 
have a direct influence in promoting 
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safe practices among its own employees. 

Accident prevention was undertaken 
as a business proposition. There was 
a bonus plan for no accidents. ‘Traffic 
“school” was held. Weekly bulletins 
were posted in all departments depict- 
ing certain types of accidents and cor- 
rective methods to be used in avoiding 
such accidents. Accidents were im- 
mediately reported, tabulated, and 
analyzed. The drivers were carefully 
selected and given physical examina- 
tions. The equipment was inspected 
and safely maintained. Other similar 
plans were followed. 

This accident prevention program 
was inaugurated by the company and 
is backed wholeheartedly by the entire 
staff of officers. Safety work is like 
any other job, requiring the use of 
care, a thorough knowledge of the 
facts and conditions, and above all 
cooperation from all the members of 
the organization. By W. C. Young. 
Power Wagon, January, 1937, p. 
10:4. 


Testing for Aptitudes 


New and revised tests for assembly 
work, bench work dexterity, mechani- 
cal intelligence and mental alertness, 
have been developed during the past 


year. The representatives of the Psy-. 


chological Corporation and the Per- 
sonnel Research Federation arranged 
a conference on Job Tests—the term 
job being used to denote any sort of 
employment. 

An employer wants to estimate not 
only the candidate’s present proficiency 
but also his versatility. And so our 
topic includes tests of ability to learn 


added knowledge and skills, to exhibit 
good judgment and intelligence in 
dealing with problems social or me- 
chanical, mathematical or verbal, con- 
crete or abstract. Fitness for a job in- 
cludes capacity to acquire a liking for 


_ it, satisfaction in it. Measures of traits 


of character and personality come into 
consideration but until more work has 
been done on tests of this nature em- 
ployers and placement officers should 
not rely on personality tests. 

A sampling error is inherent in the 
very nature of all testing and must be 
kept in mind. The validity of a test 
in the specific situation measured must 
be established. 

Hiring and placement is an art 
which scientific method supplements 
but does not replace. Consider with 
the test scores, the developmental his- 
tory from the cumulative record and 
all that has been learned in interview. 
Do other pertinent facts conflict with 
or confirm the test indications? 

A research staff in the U. S. Public 
Employment Service, and the psychol- 
ogists at Procter and Gamble are at- 
tacking the problem of finding valid 
criteria of satisfactory performance. 
Numerous tests have been revised. A 
definite tendency is noted in industry 
as in education, toward the abandon- 
ment of omnibus tests which yield but 
a single general score in favor of bat- 
teries like the Scovill Classification 
Test which measure separately several 
important components of general abil- 
ity. 

The selection and administration of 
aptitudes tests and their interpretation 
require mature judgment and wide fa- 
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miliarity with the various occupations 
as weil as a mastery of differential psy- 
chology and the statistical theory of 
probabilities. More and better train- 
ing of employment examiners is needed. 
The most vital need of all is for re- 
search—brilliant, thorough, persistent, 
basic research. ‘The possibility of 
choosing highly promising candidates 
for vacancies was never better. This 
situation is an ideal one in which not 
only to apply what is now known, but 
also to undertake research which will 
push forward the boundaries of knowl- 
edge regarding aptitudes and aptitude 
testing. By Walter V. Bingham. Per- 
sonnel Journal, Jan., 1937, p. 264:9. 


Time and Movement Study in 
Laundry Work 


This article illustrates what can be 
done to reduce needless effort and ir- 
ritation and to effect remarkable in- 
creases in output when machine work is 
studied by an investigator trained in 
the methods and principles of industrial 
psychology. By H. G. Maule. The 
Human Factor, October, 1936, p. 
3519. 


Before You Give the Go-Ahead to 
Time Study 

It is common to hear a man say that 
his plant has slacked off on time study, 
and is now only 50 per cent on piece- 
work—an erroneous statement. If he 
has time-study figures on only 50 per 
cent of his operations, he might as 
well be on daywork. 

The foundations for a time-study 
program are laid down for the manage- 
ment that wants direct action. With 


a reasonable foundation of routine, 
results are strictly up to the time- 
study chief. His first duty must be 
to strengthen and back up his own 
staff, which can best be done by making 
them work uniformly and consistently. 
Suggestions are listed for improving 
the personal efficiency of the time- 
study men. 

Ways and means of winning over 
foremen and minimizing operator re- 
action are set forth, and some of the 
problems confronting the time-study 
man are discussed. Finally the author 
lists ways of keeping the management 
sold and points out the less obvious 
methods of judging time-study progress. 
By John D. Relyea, Superintendent 
of Manufacturing, Maxwells, Limited, 
Ontario. Factory Management and 
Maintenance, January, 1937, p. 56:2. 


Financial Incentives at the 
Crossroads 


Despite the fact that there is much 
in their favor, and much to indicate 
that many companies are satisfied with 
them, there is some evidence that finan- 
cial incentives are being scrutinized 
with a view to their extension or elim- 
ination. 

The Bill of Indictment 

1. Financial incentives depend too 
completely for success on the acquisi- 
tive instinct and in doing so do not 
call for the maximum response from 
the operator. 

2. The savings claimed for the use 
of incentives are excessive. 

3. Quality is apt to suffer with 
their use. 

4. The standard of output on which 
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they depend is determined by methods 
which are subjective, arbitrary and un- 
scientific. 

5. Where the product, part or ser- 
vice changes, the use of synthetic 
times (rates of output) is frequently 
inaccurate and unfair. 

6. Workers do not understand how 
output standards are arrived at, and 
in many cases cannot calculate their 
earnings under the incentive plan. 

7. Financial incentives may lead to 
great irregularity of earnings. 

8. In many cases the management in 
any event tends to place a top figure 
on an operation beyond which they do 


From a humble beginning 90 years 
ago in England, consumers cooperatives 
have spread throughout the world. 
Because of its success in the Scandi- 
navian countries, the movement early 
gained a strong foothold in our own 
north-western section which was popu- 
lated with Scandinavian immigration. 

The membership is voluntary and to 
join a consumer cooperative, a member 
must subscribe to a share of stock at a 
nominal price. His right of vote comes 
from his membership, and no matter 
how many shares of stock he has, he 
still has only one vote. The cooper- 
ative must sell its merchandise at the 
current market price. This allows a 
margin for the losses and the overhead 
items that are bound to occur in any 
business. 
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thus leading to rate cutting. 
9. The use of financial incentives 
creates an unfair earnings opportunity 
with respect to workers on non-incen- 
tive jobs. 
10. Their use may be destructive of 
employee morale. 

The author considers the validity 
and accuracy of each of the items in 
this indictment. While acknowledging 
that financial incentives have their 
proper place, he believes their value is 
definitely limited, and that the oppor- 
tune time for a detailed study and can- 
did analysis is here. By Dr. R. P. 
Brecht. N.O.M.A. Forum, October, 
1936, p. 9:5. 


It should not be overlooked that 
periods of depression, such as we have 
experienced, give impetus to move- 
ments of this kind. The producer and 
consumer feel that the middleman is 
exacting too much toll. 


The movement has sought to estab- 
lish a standard of quality, and has gone 
beyond the savings objective. The con- 
sumer cooperatives of today are on a 
much sounder basis than were those 
experimented with in the 60's. Few 
had to liquidate during the depression 
and in the case of these few most of 
their liquidation was forced by bank 
failures, 

In so far as the consumers cooper- 
ative develops on its own funds, no 
fair criticism can be directed at the 
movement. However, should a benefi- 
cent government seriously launch the 
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movement in this nation with tax 
money, the only eventual source of 
government funds, then the profit-mak- 
ing organizations have a right to com- 
plain. 

There is one factor that consumer 
cooperative enthusiasts have overlooked 
—human nature seldom changes. The 
movement is a human undertaking. 
Given time the human factor may go 
to excesses, in which event the con- 
sumer cooperative will be but a shell 
and a subterfuge for business oper- 
ations that claim to be altruistic, but 
in reality are monopolistic. By Henry 
H. Heimann, Executive Manager, 
N.A.C.M. Credit and Financial Man- 
agement, December, 1936, p. 8:4. 


Advertising Marches On! 

It would be safe to say that adver- 
tising in the last five years has pro- 
gressed more rapidly in effectiveness 
than in any preceding similar period. 
This is the case because advertising is 
a business expense and business ex- 
penses have been made to justify them- 
selves. 

Here are fifteen major ways in 
which it has improved during these 
strenuous years: 1. Today most com- 
panies determine budgets on expected 
sales rather than on a certain per cent 
of the previous year’s sales. 2. Social 
and economic changes are taking place 
rapidly. The railroads found them- 
selves forced to a two-cent rate for 
coach travel and by an aggressive sell- 
ing job increased the patronage of the 
lines. 

3. Research is being used to discover 
the best copy appeal, media to use, how 


each territory is covered, etc. 4. Today 
advertising is hitting selective markets, 
real prospects, and is not following the 
old blunderbuss method. 5. Advertis- 
ing has in many cases brought about 
and engineered the modernization of 
packaging to keep up with the modern 
copy. 6. Many advertisers before mak- 
ing new budgets take a fresh look at 
their whole advertising picture, ana- 
lyzing each medium on the basis of 
past results and future possibilities. 

7. The advertising manager has en- 
larged his functions and _ responsibili- 
ties by being called into discussions of 
the designing and marketing of new 
products. 8. Companies now pretest 
advertising campaigns in one trading 
area or an individual city and discoy- 
ering what type of advertising produces 
the greatest results, they develop that 
type into a national campaign. 9. Co 
ordination of advertising media is rec- 
ognized to bring more business than 
only one medium. 10. Each advertis- 
ing medium is made to pay for itself. 
11. Retailers are acquainted with the 
sales features of the merchandise. 

12. Advantage can be gained by cir- 
culation of modern catalogs and sales 
helps. 13. The step-up in quality was 
found to pay and inferior advertising 
is no longer used by the wise business 
man. 14. Many companies have estab- 
lished separate budgets for institutional 
advertising and for publicity aimed at 
selling the public that institution. 15. 
Advertising is considered as a part of 
a well-rounded sales program not a 
separate unit in the sales picture. 

Advertising has achieved real prog- 
ress in making its work more effective. 
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Thought and effort are constantly be- 
ing put into advertising toward the 
end of making it a greater and more 
important power in the building of 
business. It has met the needs of the 
time for greater effectiveness and the 
application of scientific principles. In 
the future it will, no doubt, increase 
in value, use and resultfulness, as ad- 
vertisers themselves, agencies and spon- 
sors of various advertising media, all 
concentrate on trying to discover how 
advertising can be made still more 
profitable to business. By Cy Norton. 
Printers’ Ink, December 3, 1936, p. 
6:6. 


What the Supreme Court Ruling 
Means to “Fair Trade” 


Operations 


The Supreme Court in the early 
part of December unanimously decided 
to uphold the Illinois and California 
fair trade laws. The Court recognized 
that the value of the trade-mark is 
something distinct from the value of 
the commodity on which it is placed. 
It is that recognition that led them to 
the approval of the state fair trade 
laws. The decree is affirmed simply on 
the argument that the manufacturer is 
entitled to legal protection against price 
cutting which may impair the prop- 
erty rights he holds in his own trade- 
mark, 

The Court was not realistic enough 
to admit the actuality of the little man 
vs. big man fight, but this was the real 
question at issue. Another essential 
question was whether or not resale 
price maintenance should be permitted 
in the United States. The answer was 


an emphatic “yes”. Some of the Jus- 
tices assented because of an honest 
though misguided conviction that the 
little man needed some such weapon to 
guard himself against the monopolistic 
threat of chains and other mass distri- 
butors. Thus resale price maintenance 
comes to be a fait accompli and the 
small retailer not the manufacturer 
stands out as the real winner. 

In 1933 the California druggists 
thought up the clincher that really put 
the fair trade law idea across—the sec- 
tion forbidding even those retailers 
who had not signed price contracts wil- 
fully or knowingly to sell goods at any 
price lower than those stipulated at any 
fair trade contracts. Similar laws in 
many other states were next enacted. 
Things were going along swimmingly 
until the N. Y. Court of Appeals threw 
out the non-signer clause as a violation 
of the “due process” clause of the 
Fourteenth Amendment. And now 
with the Supreme Court’s decision the 
fair trade pattern of price control has 
taken on a new and far more vital life. 
Manufacturers will be expected to 
issue fair trade contracts and to police 
them vigorously. As the pressure of 
the retailers grows so also may grow 
the resistance of manufacturers to such 
dictation. Advertising ©& Selling, 
December 17, 1936, p. 29:5. 


Behind the Figures 


A certain man recently rejuvenated 
a manufacturing company. He did it, 
so he says, by taking the sentiment out 
of the business. Despite his success, 
however, there are those who will dis- 
agree with his cold formula. Success in 
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business need not be at the expense of 
sentiment. Human factors are more 
important than figures. 

“Tt is easy,” says Mr. Crawford, 
President of Wilson Brothers, “for a 
sales executive to sit in his office and 
criticize the salesmen for not produc- 
ing more business but the only way to 
find out what conditions exist is to get 
out in the territory and travel around 
and in this way to discover the weak 
spot.” There must be an understand- 
ing of the human element. 

The employer cannot take the place 
of the family economic or domestic 
doctor but he can make their jobs 
something more than just a livelihood. 
He can give them an incentive for 
working. The Carter company places 
the emphasis on success instead of on 
failure. Mr. Weed believes that every 
employee is interested in the success of 
the company if he can see wherein he 
will benefit by working a little harder 
and better than usual. 

To the president of the Wm. Wrig- 
ley, Jr., Company, P. K. Wrigley, 
every problem and transaction is dif- 
ferent. He dislikes systems and is sus- 
picious of figures. Statistics are merely 
a record of the past and not necessarily 
of value to the future. 

The attitude of these men is similar 
and related. They are accustomed to 
studying and working with figures and 
facts. Statistics are important but they 
must be subordinated. Even more im- 
portant than the figures are the human 
beings back of them. Behind every 
sale there is an army of salesmen call- 
ing on another army of buyers. Behind 
every advertisement there is an army 


of individuals who make that adver. 
tisement possible and before it is an 
army of. prospects. Each member of 
these armies is an individual, a human 
being. Don’t lose sight of him! Based 
on Interviews with P. K. Wrigley, 
President, Wm. Wrigley, Jr. Com- 
pany; R. H. Grant, Vice President, 
General Motors Corp.; L. H. Craw- 
ford, President, Wilson Brothers; H. 
H. C. Weed, Vice President, Carter 
Carburetor Corp.; W. A. Roberts, 
General Sales Manager, Tractor Di- 
vision, Allis-Chalmers Mfg. Company. 
Printers’ Ink, December 31, 1936, p. 
20:5. 


When You Announce Higher 
Prices 


With business on the rebound, let- 
ters announcing price advances are be- 
coming so numerous that they cause 
little commotion in the buyer’s mind. 
Many of these letters are written in 
a guilty tone. Why should a manufac- 
turer be “reluctant” to increase prices, 
provided that the new level is needed 
to yield a fair profit? He is not ex- 
pected to conduct his business without 
profit. The letter should not be apolo- 
getic nor should it be too blunt and 
tactless. Some of this sort seem to be 
gloating over: the fact that at last they 
can put the bee on their buyers. 

A summary of the right principles to 
follow in making these announcements 
of price advances reads as follows: 
Don’t apologize. Prices fluctuate ac- 
cording to the law of supply and de- 
mand. Be as courteous and tactful 
when orders are abundant as when 
they are sparse. When feasible, state 
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the new quotations without mentioning 
that they are higher than before. If 
you mention the advance explain why 
it is necessary. Make the buyer realize 
that the increase in prices indicates a 
widespread improvement in business 
conditions. By L. E. Frailey. Ameri- 
can Business, January, 1937, p. 43:3. 


Sales and Credit Hook-Up 


It is generally estimated that 95 per 
cent of the annual manufacturing and 
wholesale operations in this country 
is transacted on a credit basis. The 
only standard by which the ability of 
business executives can be properly 
judged is the amount of profit result- 
ing from operations under their direc- 
tion. Therefore all mediums through 
which business producing efforts are 
directed must be premised on a sound, 
broad-minded, flexible and particularly 
a competently administered credit pol- 
icy to assure the fullest returns from 
these efforts in the form of profits. 

As profit must be considered an in- 
tegral part of every sale, it cannot be 
said that the formula of a sale has been 
completed until payment for goods has 
actually been received. With credit ex- 
erting a determining influence on the 
profit in every sale, if it is not prop- 
erly administered, there always exists 
the possibility that between the incep- 
tion of a sale and its final payment, 
various depreciating factors may de- 
velop to reduce the profit, completely 
absorb it or create an even greater loss. 

The management of capital, not the 
discount, is the important factor in the 
creation of profits, and so it is essen- 
tial that before an order is secured and 


after it is received there does exist a 
well defined and competently adminis- 
tered credit policy. It is obvious that 
if the projected profit on every sale is 
to be fully realized, it is desirable to 
avoid any expenditure of effort, time 
and money on the sale solicitation un- 
til the financial condition of the pros- 
pective customer is first definitely de- 
termined on the details of a credit re- 
port which reflects the prospect’s cur- 
rent financial condition. 

Under ordinary circumstances, in 
cases where the credit of a customer is 
questionable, four procedures gener- 
ally prevail: 1. cash in advance, 2. 
C.O.D., 3. guarantee on the account, 
4. endorsed notes. 

Irreparable losses or the reduction 
of expected profits are often the result 
of too much haste. “Gentlemen, we 
must make haste slowly.” By Charles 
O. Zimmerman, Credit Manager, 
Graton & Knight Company. Printers’ 
Ink, December 17, 1936, p. 41:4. 


Make the Sales Clerk Sell Your 
Goods 


Housewives buy 85 per cent of the 
$40,000,000,000 worth of merchandise 
sold over the Main Street counters 
each year. They read your advertising 
and when they go to market they are 
ready to buy your goods. They believe 
it must be good because so much money 
has been spent to advertise it. Between 
the moment of approval and the deci- 
sion to buy is a gulf of uncertainty. 
Perhaps your competitor’s goods are 
better? The point of sale then is 
vitally important. 

At the point of sale the customer is 
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entitled to an honest presentation of 
the facts—the correct sales story on 
your product. This gulf must be 
bridged. Sales management has failed 
to fill in the gap. In each sales plan 
there is an unknown quantity — the 
sales clerk on Main Street. A training 
department would help but no store 
has time to train their clerks on each 
and every product they handle. Sales 
literature might help but there is a lot 
of it and the sales clerk is usually too 
busy to read it. Counter displays help 
only slightly because they ignore the 
hand behind the counter. Trade peri- 
odicals have failed to fill in the gap 
because to a large extent they ignore 
the clerk and aim for the buyers, etc. 
The problem of the sales clerk be- 
comes the problem of the advertising 
man. The clerk should have the right 


to stress the differences between the 


goods as well as their similarities and 
if he tells an unbiased, factual story he 
is doing a good job. General advertis- 
ing must in the future be more educa- 
tional and directed to sales clerks 
through general media. Sales literature 
should not oversell the product but it 
should appeal to clerks to serve the 
manufacturer and the store owner by 
knowing facts. The sales clerk and the 
customer will respond to the direct 
factual approach. 

The sales clerk is your only repre- 
sentative at the point of sale. He is the 
only man on Main Street who can fill 
in that gaping hole in your volume. 
He is worthy of your keenest interest, 
your sympathetic approach and your 
heartiest support—through the expen- 
diture of some real advertising dollars. 
By Marie DuBois. Advertising & 
Selling, December 3, 1936, p. 48:3. 


Books Received 
BUSINESS EDUCATION FOR EVERYBODY. Proceedings of the University 


of Chicago Conference on 
Chicago, 1936. 126 pages. 
University of Chicago consi 


Education, 1936. University of Chicago Press, 
1.00. The four conferences on busi 
ed im toto constitute a kind of guidebook for business 


iness education of the 


_ teachers and administrators who are interested in the improvement of instruction and 


the curriculum in this field. 


BUSINESS MAN’S GUIDE TO MANAGEMENT. By G. E. Milward. Man- 


agement Library, London, 1937 
includes all notable management 


including November, 1936. It is indexed by 


suggested courses in reading. 


fifth annual edition). 
ks published during the last five years up to and 
subject, author, and publisher, and contains 


120 pages. 5/-. This guide 


FIRST ANNUAL. REPORT OF THE NATIONAL LABOR RELATIONS 


BOARD. For the Fiscal Year Ended June 


nen United States Government Print- 


ing Office, Washington, 1936. 150 pages. 1 


ANNUAL REPORT OF THE FEDERAL DEPOSIT INSURANCE COR- 
PORATION. For the Year Ending December 31, 1935. 240 pages. Part one deals 


with the operations of the Corporation during the year 


ending December 31, 1935, part 


two = deposit insurance and banking developments, part three with research reports, 
instructions, and part 


part four with legislation, regulations, and 


of banks and deposit insurance. 


five with statistics 


CHAIN STORE TAXES. American Retail Federation, Washington, D. C., Janu- 


ary 1, 1937. 27 pages. 


Gives a digest of each state law. 
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BASIC STANDARDS OF APPRAISAL PRACTICE AND PROCEDURE. 
Association of Appraisal Executives, Washington, D. C., 1936. 53 pages. This treatise 
is confined to a simplified statement of the general principles appraisal. It also 
includes definitions of a selected list of appraisal terms and a code of ethics for inde- 
pendent public appraisers. 


SALES TAXES. American Retail Federation, Washington, D. C., 1936. 29 pages. 
Analyzes the various sales tax laws, particularly as they apply to retail trade. 


WHAT YOU SHOULD KNOW ABOUT UNEMPLOYMENT COMPENSA- 
TION, Informational Service Circular No. 2. The Social Security Board, Washington, 
D. C., November, 1936. 36 pages. Gives some questions and answers concerning the 
unemployment compensation provisions of the Social Security Act and State Unemploy- 
ment Compensation Laws. 


FEDERAL OLD-AGE BENEFITS, Informational Service Circular No. 3. The 
Social Security Board, Washington, D. C., December, 1936. 18 pages. This pamphlet 
gives some questions and answers concerning the old-age benefits provisions of the 


Social Security Act. 


THE FEDERAL-STATE PROGRAM FOR UNEMPLOYMENT COMPEN- 


SATION, Informational Service Circular No. 5. 


ington, D. C., December, 1936. 15 pages. 


The Social Security Board, Wash- 


THE ADMINISTRATION OF OLD-AGE ASSISTANCE IN THREE 


STATES, Public Administration Service No. 53. 


By Robert T. Lansdale, Agnes Leisy, 


Elizabeth Long, and Byron T. Hipple of the Committee on Public Administration. 


Public Administration Service, 
Jersey, and New York. 


Chicago, Illinois, 1936. 78 pages. 
is a study of old-age assistance administration in the states of 


1.00. This report 
assachusetts, New 


REPORT ON PROGRESS OF THE WORKS PROGRAM. Works Progress 


Administration, October 15, 1936. 146 pages. 
by and the expenditures made under the Works P: 


This report relates chiefly to the obliga- 
rogram. 


Survey of Books For Executives 


Rich Land Poor Land. By Stuart 
Chase. Whittlesey House, McGraw- 
Hill Book Company, Inc., New 
York, 1936. 361 pages. $2.50. 
Stuart Chase has written a dramatic 

and convincing appeal for conservation. 

Man uses up the earth and what is 

contained therein and what lives on it 

and flies above it. In the United 

States, we have been particularly 

profligate in the exploitation of Mother 

Earth and her progeny. 

It appears that the objective of this 
frankly propagandistic effort is to paint 
the picture as darkly as possible but to 


show the light of “planning” in the 
distance, growing ever larger, like an 
aura. What we must have now, ac- 
cording to Mr. Chase, is a “planned” 
life. Who is to do the planning? 
Naturally, the government. Not the 
governments of 48 states, but the Fed- 
eral government. In fact, Mr. Chase’s 
solution for unemployment, as stated 
in Chapter XVIII, is a vast increase of 
government bureaucracy. The model 
upon which we are to be remade is 
Soviet Russia—this is not said in clar- 
ion notes, but is whispered throughout 
the book. 

Now, what makes Mr. Chase’s book 
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important is his plea for conservation, 
not his solution for our current prob- 
lems. We shall have to find that solu- 
tion elsewhere; we shall have to find 
it within the framework of our own 
political and economic system. His 
leadership and guidance is only valu- 
able in his very able diagnosis of a 
fault in the operations of our system of 
production. That fault must be cor- 
rected, but it is not necessary to kill 
the patient to make the correction. 

Let us step back a moment. The 
task of the early Americans was to take 
an empty continent and make it avail- 
able for a high standard of life for the 
American people. What this con- 
tinent contained, grass, trees, coal, iron, 
animals, water, etc., was just so much 
‘scenery and inert matter until it was 
made useful to man. The romantic as- 
sumption that these things exist for 
themselves and for posterity is highly 
metaphysical. 

Practically a high standard of liv- 
ing can only be the result of constantly 
increasing productivity and an ever 
wider diffusion of the results and ad- 
vantages of that productivity. We, as 
a people, can live in adobe huts, but we 
prefer in the cities fireproof buildings 
of steel and cement and in the country, 
well-constructed wooden houses. Our 
objective is to make that available for 
everybody—and to make constant im- 
provements in the exterior and interior 
of both. 

_ It may be more advantageous to our 

grandchildren to let the trees stand 
and to keep the ore in the ground. 
But it is of greater advantage to our 
grandchildren—if that is really im- 


portant—that we should have the lei- 
sure and comfort to be able to prepare 
for them a world technologically more 
advanced than anything known by our 
grandparents. 

Our grandparents’ generation gave 
us the electric light; our parents’ gen- 
eration gave us the automobile. What 
improvement in living are we to pass 
along? 

These improvements come costly in 
natural resources. They burn up wood 
and coal and iron and copper and lots 
of raw materials. Our task is not to 
stand still, but to avoid useless burning 
and to evolve procedures in produc- | 
tion which will minimize waste. Rayon, 
cellophane, plastics are examples of 
man’s constant conflict, in this genera- 
tion, with waste. To this conflict, Mr. 
Chase hardly addresses himself. To 
do so adequately would spoil his 
argument. 

Mr. Chase’s study of water in this 
volume is really his most important 
contribution to the conflict with waste. 
In our struggle to produce a high stan- 
dard of living, we have failed to take 
into account the dangers of the mis- 
understanding of the supply and use 
of water. As Mr. Chase says: 

“All vegetation contains water, like 
the human body, to the amount of 95 
per cent. It takes 1,000 pounds of 
moisture, on the average, to produce 
one pound of food. Nothing is more 
important in this study than to trace 
and understand the ways of water.” 

Mr. Chase’s explanation for the 
reckless handling of our water re- 
sources is that we were “indifferent.” 
I think that that is an error. We were 
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not indifferent; we were in a hurry. 
We had a tremendous job to do in a 
short time over a vast area. We were 
trying to find the most advantageous 
method of providing upon this con- 
tinent a high standard of living. If 
we erred, it was not that we did not 
care, but that we cared too much. It 
is even possible that we tried to do too 
much with the materials at hand. But 
we were never indifferent—for our 
concern was not to conserve resources 
but to make them immediately avail- 
able. 

This error can be corrected. It is 
being corrected. Again, we face a con- 
flict of desires and a conflict of judg- 
ments. For instance, Mr. Darling, 
who is interested primarily in protect- 
ing the wild life of this country, quar- 
rels with other conservationists who 
focus their attention on other phases of 
the problem. He feels that much that 
they do to save the soil, destroys wild 
life. They are probably all correct in 
their views, but it is a question of the 
focii of importance. And even impor- 
tance must be considered from the 
standpoint of time. Importance to us— 
or to our grandchildren? 

It is not as Mr. Chase says, that 
“some vested interest somewhere is al- 
ways waiting to hit progress with a 
knotted club.” It is rather the shifts in 
significance that alter our attitudes to- 
wards questions of conservation. When 
we sought to develop vast agencies of 
productivity upon this continent, that 
appeared to us at the time to be of pre- 
eminent significance. Sacrifices were 
lightly made to facilitate production. 
Today, such sacrifices are no longer 
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necessary and we can afford to sit back, 
draw up the balance sheet and see what 
needs to be done to lessen the liability 
side. Mr. Chase has written such a 
balance sheet. But his counsel as to 
how to turn liabilities into assets is too 
costly. 

- For no matter how you look at it, 
he would utterly wipe out private ef- 
fort and substitute for it a type of 
Americanized Fascism. ‘The govern- 
ment, under his system, would so com- 
pletely control production that private, 
competitive efforts would cease. Pri- 
vate enterprise cannot compete with 
government enterprise. And where 
the government manages production 
and distribution, human freedom in 
any form disappears. Do we have to 
choose between water and liberty? 

That, of course, is an extreme state- 
ment of an extremist position. But it 
has the advantage of bringing the peaks 
of the problem to the surface. It seems 
to me that our essential task at this 
moment is to preserve the American 
system of private enterprise. If we 
lose that, we shall have lost everything 
worth while in this country. While 
we are preserving private enterprise, 
we must shoulder the task of lessening 
waste through public education and 
public opinion and the cooperative ef- 
forts of private enterprise. And one 
of the wastes that has to be eliminated 
is the waste of water. 

That job can be done within the 
framework of free enterprise by a 
people educated to the needs of doing 
it. The best evidence that it can be 
done in this manner lies in the anal- 
ogy of the elimination of the waste of 
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human beings in industry by safety— 
originally a voluntary movement by in- 
dustrialists to lessen accidents to work- 
ers, and now accepted as an essential of 
sound management. This job was done 
by educating industrialists. The elim- 
ination of the waste in our water sup- 
ply can be accomplished by educating 
the whole American people to the 
dangers of the desert. It may be a 
slower job than government control 
of production—but its results will hold 
fewer dangers for the American people. 
Reviewed by George E. Sokolsky. 


Income in Agriculture, 1929-1935. 
By Dr. Robert F. Martin. National 
Industrial Conference Board, New 
York, 1936. 144 pages. $2.50. 

Last January the Supreme Court de- 
clared the AAA unconstitutional. Evi- 
dently the net effect of invalidation 
was to alter the tactics of agricultural 
officials, but not to change their funda- 
mental program; for within two 
months the Congress had passed a sub- 
stitute bill, the Soil Conservation Act, 
dedicated to the same end: 

“Reestablishment . . . of the ratio 
between the purchasing power of the 
net income per person on farms and 
that of the income per person not on 
farms that prevailed during the five- 
year period 1909-1914.” 

It is with the basic ends rather than 
the constitutionality of this program 
that Dr. Martin takes issue. He is 
not unaware of the hardships which 
drought and the shrinkage of foreign 
markets have caused in some regions. 
Nor is he out of sympathy with farm- 
ers forced by the depression to default 


on their tax and mortgage payments, 
But in the light of his agricultural in- 
come study he considers the existing 
Federal policy vulnerable on three 
scores. 

First, to return to the 1909-1914 
“parity” of farm prices to prices of 
other commodities, he feels, would be 
to stabilize a disparity which was never 
greater. ‘That period terminated a 
movement of advancing farm prices 
which had continued steadily since 
1896, resulting in “an abnormally 
prosperous Golden Age of agricul- 
ture.” Computed on any other five- 
year base, from 1880 on, farm prices 
from 1919 to 1929 were above 
“parity.” 

Again, misinterpretation of agricul- 
tural statistics exaggerates the “unfa- 
vorable” position of the farmer. Total 
agricultural income is weighted heavily 
by low productivity and living condi- 
tions in the south, which accounts for 
more than one-half of the farm popu- 
lation and less than one-quarter of the 
non-farm population. The census in- 
cludes in its farm count not only com- 
mercial farms, but also part-time and 
subsistence farms. Both the second 
and third type produce principally for 
family consumption, and their owners, 
for the most part, have other sources 
of revenue, either in tourist services or 
regular employment. But in agricul- 
tural income records such farms show 
cash losses, and accordingly half of all 
“farms” listed in 1929 raised less than 
$1,000 worth of produce. 

Agricultural income averages are 
further depressed by the inclusion of 
776,000 share-croppers, who are really 
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wage-hands paid in kind. In addition, 
Dr. Martin points out, a comparison 
of farm income with urban income 
should reckon the value of food con- 
sumed on the farm at retail prices. 
On this basis farm income had fallen 
only 50 per cent by 1932, as against 
70 per cent when income in kind was 
valued at farm prices. 

Finally, he contends, “the farm 
problem” is in reality a series of local 
problems, related to natural causes, 
such as abnormal weather; to market 
factors, such as the collapse of an ex- 
port outlet for a specific product; to 
business factors, such as a collapse of 
land speculation; and to social factors, 
such as racial characteristics in certain 
areas.” 

Implicitly, for all its studied fair- 
ness, Income in Agriculture is a plea 
for less haste and more care in attack- 
ing farm problems. 

Reviewed by George Bristol, Dun 
& Bradstreet, Inc. 


Next Steps Forward in Retailing. 
By Edward A. Filene (in collabora- 
tion with W. K. Gabler and P. S. 
Brown). Harper & Brothers, New 
York, 1937. 309 pages. $4.00. 

This book is of special interest to the 
large-scale and the more progressive 
small distributors, but manufacturers 
of consumer goods and marketing 
experts will also find the analysis and 
forecast of future retail trends to be 
informative and stimulating. The 
seven parts into which the book is di- 
vided cover, successively, the develop- 
ment of present-day retailing—particu- 
larly large-scale retailing; store policies 
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and organization; the next steps for- 
ward in department store organization ; 
the structure and policies of the pro- 
posed Filene department store chain; 
the next steps forward for small stores ; 
an outline of the plan for the league 
of cooperative department stores; and 
a brief summary and conclusion. As 
the authors note, there is considerable 
restatement and repetition because the 
book is planned to permit separate and 
independent treatment of various types 
of retail organizations to which the 
same or similar principles of operation 
must apply. 

Part I is a convenient summary of 
retail trends in recent years with spe- 
cial emphasis on the growth of large- 
scale retailing and the development of 
voluntary chains. Some of the sta- 
tistical conclusions do not seem to give 
full recognition to the importance of 
changes in the price level and to the 
economic nature of retail operating ex- 
penses. In comparing operating and 
other statistics of retail stores, it is 
difficult, if not impossible, to draw de- 
pendable conclusions on many points 
because of the essential dissimilarity 
of the basic data. The problem is not 
unlike comparison of operating statis- 
tics of a short-line coal and ore railroad 
and a long-haul granger. 

Mr. Filene is most helpful when he 
draws on his long and successful ex- 
perience as a merchant to discuss de- 
partment store policies and organiza- 
tion in Parts II and III. While many 
merchants will disagree with him on 
certain phases of functional organiza- 
tion, they cannot fail to find his treat- 
ment of the subject of considerable 
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value. Some store owners have for- 
gotten that a store is essentially “a 
machine for selling,” and they have 
given more attention to the parts of 
the machine than they have to the sell- 
ing job which it does. The authors 
are certainly on sound ground when 
they stress the need for vast improve- 
ment of the selling function. They 
advocate “parent service,” which they 
conceive to be “a basic. policy of any 
retail store that no customer should be 
sold anything that a salesperson would 
hesitate to sell to a member of her 
own family, or that she would advise 
the family to buy elsewhere” (p. 106). 
There is also suitable emphasis on 
the Filene model stock plan. Every 
merchant and manufacturer of store 
merchandise should welcome the vigor- 
ous and astute comment on the current 
confusion between sales promotion and 
special sales. Special sales are deemed 
to be “a major cause of the outstand- 
ing weaknesses of department stores— 
high operating expenses and high 
markdowns.” ‘The chapter on person- 
nel is in the best Filene tradition. 
Personnel is recognized to be “just as 
valuable as customer goodwill,” and 
various improved methods of handling 
this problem are discussed. ; 
Part IV outlines the plan for a 
chain of department stores. The au- 
thors believe that the department store 
chain in the medium- and _higher- 
priced fields can be just as successful 
as in the lower-priced and limited- 
service fields. ‘The chain must be 
organized scientifically along sound 
functional lines; it must cater to 
similar groups of customers with simi- 


lar merchandise and services; it must 
centralize management and control, 
and decentralize operations; and the 
personnel in the central office must be 
selected and trained with unusual 
care. As in the previous section, the 
value of research is strongly empha- 
sized. Among the important economic 
reasons advanced for this mass selling 
are the savings that accrue from mass 
purchasing. One may well doubt 
whether the savings from mass buying 
in the medium- and higher-priced fields 
would be as substantial as Mr. Filene 
apparently contemplates. In the de- 
partment store field, the most substan- 
tial economies must come from the 
improved management of the local 
units; and this is more difficult to 
achieve than the natural economies of 
large-scale enterprise in manufacturing 
and transportation. 

In Part V the authors reaffirm their 
belief in the voluntary chain as the 
logical method by which small stores 
can fight chain store competition. In 
Part VI there is brief discussion of the 
principles of cooperation. The league 
of cooperative department stores, op- 
erated on Rochdale principles and 
using the best methods of private 
management, is considered to be the 
solution of the problem of consumer- 
cooperation. 


Mr. Filene and his associates have 
written a provocative and worthwhile 
book. It contributes a new and re- 
freshing viewpoint on many vital dis- 
tribution problems. 

Reviewed by Q. Forrest Walker, 
R. H. Macy & Co., Inc. 
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